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Please find enclosed for filing with the Surface Transportation Board ("STB™) an original and ten (10)
copics of the Complaint of E1 du Pont de Nemours and Company ("DuPont™) against CSX
Transportation, Inc which 1s being filed pursuant to the STB's existing Simphified Rate Guidelines for
Non-Coal Proceedings I[n this Complaint, DuPont 1s challenging the reasonableness of common carrier
transportation rates applicable to certain rail movements of Dulont products that involve hazardous
materials (non-11H/PIH)

Also enclosed tor filing with the STB are an original and ten (10) copies of a Motion for Procedural
Schedule and a Request lor Release of Confidential Way bill Data

In addition, a compact dish 1s enclosed with copies of the Complaint and the Motion

Today, DuPont 1s also filing separately with the Board two additional rate complamts against CSX which
CONCErn common carrier transportation rates appheable to certamn rail movements of TIH/PIH matenals
and certain non-hazardous matenals
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BEFORE THE
SURFACE TRANSPORTATION BOARD

)
E1 DUPONT DE NEMOURS AND COMPANY )

)

Complainant, )
g
v )
$ )
CSX TRANSPORTATION, INC . )
" )
FDDefendant )
ﬂL ) "'; \\/ 9
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NSPORTAT
COMES NOW Complainant, E 1 dug’ont de Nemours and Company (“DuPolyr ), 4417

Lanéhslcr Pike, Wilmington, DE 19805, and files this Complaint against Defendant, CSX
Transportation, Inc (“CSX'T™), S00 Water Street, Jacksonwville, Flonda 32202 DuPont brings
this Complaint pursuant 10 49 U S C §§ 10701. 10704, 10707. 11701 and 11704,and 499 CF R
Part 1111 DuPont requests that the Suriace Transportation Board (*STB” or “Board™) prescribe
reasonable rates and service terms for CSXT's transportation of the movements set forth in this
Complaint DuPont asks the Board to award damages, plus interest, to the extent that DuPont
has paid or will pay common carner rates in excess of a reasonable maximum rate for such
transportation, for a period of five ycars beginning on June 16, 2007 DuPont requests that the
Board handle this Complaint under the simplified standards. adepted pursuant to49 U S C

t

§10701(d)(3), in Ex Parte No 347 (Sub-No 2), Rate Guidelimes—Non-Coal Proceedings. 1

STB 1004 (1996) ENTERED , 100
In support of this Complaint, DuPont states as follows AUG % ¢ 2007
rt of
Pubhe Record



The Parties

1 Dul’ont 15 a corporation organized under the laws of the State of Delaware. with
its principal place of business in Wilmington, Delaware  DuPont is a manufacturer of chemacals,
additives. plastics. coatings and agricultural products, with numerous production facilities
throughout the continental United Stales and around the globe DuPont is a major user of rail
scrvice to transport commodities that it consumes and produces at 1ts various facilitics and that it
sells to customers 1n the continental United States and around the world

2. CSXT 1s a Class 1 common and contract carner by railroad that engages in the
transportation of property 1n intcrstate and intrastate commerce lts hcadquarters are 1n
Jacksonville, Florida CSXT 1s subject 1o the Interstate Commerce Commussion 'ermination Act
ol 1995 (49 U S C. §§ 10101 er seq ) and 1o the jurisdiction of the Board

Description of the Issue Movements

3 In this Complaint, Dupont challenges the reasonableness of CSXT's rates for the
movement of Nitrobenzene, STCC 2815147, from Pascagoula, Mississipp1 to Neuse., North
Carolina ("Pascagoula - Necusc Movement").

4. Nitrobenzene 1s a "hazardous material” as that term 1s defined n 49 C.F R
§171.8. However. 1t 1s not a "gas poisonous by inhalation.” as that term 1s defined m 49 C.F.R.
§173 115(c)

5 CSXT handles the Pascagoula — Neuse Movement 1n single-line service

6 CSXT handlcs the Pascagoula — Neuse Movement in private tank cars, owned or

lcased by DuPont or others. Other information called forin49 CFR § 1111 1(a) 1s as follows

t2
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Pascagoula - 23,50
Ncuse 8167 1 94 Single car gal

7. In calendar year 2006, 269 carloads werc tendered for the Pascagoula — Neuse

Movement
The Challenged Rates

8 On Junc 15, 2007. a contract between DuPont and CSXT covening the Pascagoula
- Neusec Movement terminated by 1ts terms  Even though the partics were still in ncgotiations
over a ncw contract, CSXT retused a request by DuPont to cxtend the current contract for two
weeks beyond the contract term to permut further negotiations

9 Effective June 16, 2007, CSXT published the following common carrier rates for

the Pascagoula — Neuse Movement

10 Beginming June 16. 2007, CSXT also assesscd a fuel surcharge published 1n
CSXT 8661-A, as calculated on the date of each shipment. 1n addition to the rates listed 1n
paragraph 9 of this Complaint This fue] surcharge for the month of July 1s at the rate of $0 20

per mile The rate plus the applicable fuel surcharge 1s as follows
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Pascagoula — Neuse $7,143 18 per car




Jurisdictional Allegations

11.  CSXT possesses market dominance over the Pascagoula — Neuse Movement
Therefore, pursuant to 49 U.S.C. § 10707, the Board has jurisdiction over the rates and services
provided by CSXT and challenged by DuPont as unreasonable

12 I'he rate charged by CSXT and challenged by DuPont for the Pascagoula — Neuse
Movement greatly excecds 180 percent of CSXT's vanable cost for the service requested by
DuPont, as determined in accordance with 49 U § C. § 10707(dX1)

13 Through the Verificd Statcment of Thomas D Crowley (“Crowley V 8."),
attached as Exhibit A, DuPont presents the variable cost and the revenuc to vanable cost ratios

for the Pascagoula — Neuse Movement, using URCS Phasc [1] procedures
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Pascagoula — Neuse $2,080 56 per car 343%

Crowley V.S. at 14 DuPont belicves that more accurate costing would result 1n a decreasc 1n the
estimaled vanable cost and an increase 1n the revenuc to vanable cost ratio

14 There 1s a lack ol effective competition from other rail carriers because CSXT 1s
the only rail carrier that provides service at the ongin and/or at the destination of the Pascagoula
—Neuse Movement There 1s a lack of effective competition from non-rail modes and transport
by truck 1s not a viable option

Eligibility to Use Small Case Procedures

15 Pursuant to 49 U S C § 10701(d)(3), the Board has adopled “a simphified and

expedited method for determining the reasonableness of challenged rail rates 1n those cases in

which a full stand-alonc cost presentation 1s too costly, given the valuc of the case ™ This



simplified method was established in Ex Parte No 347 (Sub-No 2). Rate Gutdelines—Non-Coal
Proceedings, 1 ST B. 1004 (1996)

16 The valuc of this case challenging the reasonableness of CSXT's rate 1o handle the
Pascagoula — Neuse Movement docs not justify a full stand-alonc cost presentation Through the
Venfied Statement of Thomas D Crowley, DuPont presents the information required to cstablish
chgibility under4d9 CF R § 1111 1(a)(6)-(10)

17 The feasibility and anticipated cost of preparing a full stand-alonc cost
presentation for the Pascagoula — Neuse Movement 1s $5 4 million Crowley VS at8 This
figure includes only DuPont’s out-of-pocket legal and consulting costs It does not include any
costs that DuPont would incur internally or the opportunity costs associated with the
managemcnt time that a stand-alone cost presentation nevitably would consume 7d

18 The estimated cost to prepare the jurisdictional and market dominance evidence 1in
this case 15 $127,400 Crowley V S at 11-12 Thus figure includes only DuPont’s out-of-pocket
legal and consulting costs It does not include any costs that DuPont would incur internally or
thc opportunity costs associated with the management time that a stand-alone cost presentation
inevilably would consume /Jd at 12

19 DuPont currently 1s paying the rates sct forth in paragraph 10 of this Complamnt
DuPont projects that it will tender approximately the same number of rail cars annually for the
Pascagoula — Neuse Movement over a 5-year prescription period as 11 has for the twelve-month
period as sct forth 1n paragraph 7 of this Complaint

20 DuPont 1s willing to stipulate that it will not seck a rate prescription and damages

at a level less than 260% of the vartable cost of the Pascagoula — Neuse Movement, as calculated



using URCS Phasc 11l procedures The estimated maximum rcasonable rate and overcharges

based on this sttpulation arc as follows
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$5409 46 per car

Pascagoula — Neuse Movement $1733 72 per car

Crowley V S at Exhibit_ (TDC-6).

21.  The cstimated actual present value of the requested relief over a five year
prescniption period, based on the esumated overcharges in paragraph 20 multiphed by the
number of cars for the twelve-month period Listed 1n paragraph 7 of this Complaint, over 5 vears,

discounted using the STBR’s 2005 before-tax cost Of capnal lor the Pascagoula — Neuse

Movement 15 as follows
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Pascagoula — Neuse Movement $1.461,734

Crowlcy V S at ixhibit_ (TDC-6)

22 'The actual present value of the potential relief is well below the cstimated cost of
a full stand-alonc cost presentation Because “a {ull stand-alonc cost presentation 1s too costly,
given the valuc of the case,” DuPont has demonstrated its eligibility to usc the simphfiied
standards adopted 1n Iix Parte No 347 (Sub-No 2), Rate Guidelines—Non-Coal Proceedings. |
S.TB 1004 (1996)

Requested Relicf
23 CSXT's common carrier rates for handling the Pascagoula - Ncusec Movement are

unrcasonable and violate 49 U S C §§ 10701(d)(1) and 10702, which require CSXT to cstablish



rcasonable rates The Board should order CSXT to cease thesc violations and 1t should prescribe
a maximum reasonablc ratc pursuantto 49 U S C § 10704¢a)} 1)

24 The Board should award reparations to DuPont, as provided under49 U S C
§ 11704(b) The rcparations should compensate DuPont for any and all amounts paid 1n excess
of the reasonable rates prescribed by the Board pursuant 1o this proceeding, plus interest

25 The Board should prescribe a maximum reasonable rate and award reparations for
a combined period of five vears, beginning June 16, 2007

26 I'is Complaint includes any and all adjustments to the challenged rates, including
adjustments to the applicable fuel surcharges, and any new rates established by CSXT for the
services descnbed herein

27 DuPont has considered and rejected arbitration of this Complaint pursuant to 49
CFR Part 1108 DuPont also does not believe that mediation would have a high chance for
success  As noted in paragraph 8 of this Complamnt, CSXT refused even to cxtend the current
expiration date of the contract for two weeks 1n order to permut further negotiations  Moreover,
very senior level executives of DuPont have recently met with very senior level executives of
CSXT to resolve the impasse, without success

WHEREFORE, Complainant, EI du Pont de Nemours and Company prays that the
Board-

(1)  require Defendant, CSX [ransportation, Inc., to answer the charges alleged
heren,

(2)  assign this Complaint for hearing under 49 CF R Part 1111 and the ssmplified
standards adopted in Ex Parte No. 347 (Sub-No 2), Rate Guidelines—Non-Coal Proceedings, |

STB 1004 (1996), pursuant to 49 U S C §10701(d)(3),



(3)  after due hearing and investigation. find that the CSXT's common carner rates
applicable to the transportation of the commodity and movement named in this Complaint are
unrcasonable,

4) prescribe just and reasonable rates and related rules and service terms lor the
future applicablc to the rail transportation of DuPont’s traffic, pursuant to 49 U S.C
§§ 10704(a)(1) and 11701(a),

(5)  award DuPont rcparations, plus applicable interest, 1n accordance with 49 U.S C
§ 11704 for unlawful rates set by CSXT for the period beginning June 16, 2007 1o the effective
datc of a decision by the Board prescribing just and reasonable rates, and

(6) grant such other and further relief 10 DuPont as thc Board may deem just and
proper under the circumstances

Respectfully gubmitted,

o e

Nicholas J DiMichael

Jeffrey O Moreno

Karyn A Booth

Laurcnce W Prange
Thompson Hine LLP

1920 N Street, N W, Suite 800
Washington, D C 20036

(202) 331-8800

August 21, 2007
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I. INTRODUCTION

My name 1s Thomas D Crowley [am an economust and President of the economic consulung
firmof . E Peabody & Associates. Ine The Firm’'s ollices are located at 1501 Duke Street, Suite
200. Alexandna, Virgima 22314 3901 N Cicero Avenue. Sutte 504, Chicago, [llinots 60646 and
10445 N Oracle Read, Suite 151, Tucson. Arnizona 85737 My qualifications and expenience are

attached to this venfied statement as Fxhibit_( I'DC-1)

E [ duPontde Nemoursand Company (“DuPont™)1s requesting that the Surface I'ransportation
Board ("STB™) prescribe reasonable rates, service terms and reparations associated with the
transportation of mitrobenzene (a hazardous commodity) via CSX Transportation, Ine ("CSX'T)
from Pascagoula. MS to Neuse, NC T have been requested to provide the following information to
support DuPont™s request

1  The estimated cost to prepare a full stand-alone cost presentaton for the movement of
nitrobenzene from Pascagoula. MN to Neuse. NC.

[ 38

| he estimated cost to prepare variable cost, jurisdictional threshold and qualitatiy ¢ market
dominance evidence associated with a full stand-alone cost presentation,

122

The variable cost for the movement at 1ssue using the STB's URCS Phasc 111 program. and

4  An estimate of the maximum value of the case or this movement

My venified statement deseribes how 1 developed the requested information and the results of
myanalyses The remander of my verified statement summarizes the analyses Thave performed and

the results are summarnized under the following headings and n the accompanying Exhibits



I

v

VI

Summary and Findings

Estimated Cost 1o Prepare Stand-Alone Cost Evidence
Estimatcd Cost to Prepare Variable Cost Evidence
Varable Costs [or the Issue Movement

Estimated Maximum Value of DuPont’s Case



II. SUMMARY AND FINDINGS

Based on the mformation, assumptions and analyses described in this verified statement. my

findings include

1 The esumated cost to prepare a full stand-alone cost presentation for the movement of
nitrobenzene from Pascagoula. MS to Neuse, NC equals over $5 4 million

2 The estimated cost to prepare varable cost, junisdictional threshold and qualitative market
dominance evidence associated with a full cost presentation for the movement at 1ssue
cquals approximately $127.400

3 lhe estimated maximum salue of the case tor the movement at issuc using the STB's

formula varies depending on the maximuwm 1ate used and the discount rute used  PDuPont has
stipulated 1nits Complaint that it will not seek a maximum presceribed rate below 260% of
varable cost for the movement at issue ‘L he estimated maximum value of the case for the
movement of nitrobenzene from Pascagoula. MS to Ncuse. NC ranges from S2 87 mullion
to $3 28 mill:on based on the junsdictional rate per carload and from S1 46 million to §1 67
million based on the rates using the mmimum stipulated R/VC ratio of 260%



I1l. ESTIMATED COST TO PREPARE
STAND-ALONE COST EVIDENCE
The presentauen of a full stand-alone case before the S1B 1s a very expensive proposition
TI'here are numerous itiems to consider and a significant number of analyses 1o undertahe when
developing all of the costs that an efficient hypothetical rianlroad would incur  As shown 1in my
quahifications. attached to this venfied statement as Exhibit _(TDC-1). I have participated 1n all of
the stand-alone cases that have been brought before the STB and 1n all ol the stand-alone cases that
were brought before the STB's predecessor agency, the Interstate Commerce Commussion (“ICC™)
under the exisung Guidelines  In the remainder of this sectuion of my verified statement. 1 provide
a briel description of the process that would be lollowed and the analvses that would be required to

develop and present a full stand-alone case before the STB

Prior to beginming any analyses tor the stand-alone presentation. 1t 1s necessalry 1o conduct
discovery on the defendant ralroad. as the ratlroad 1s the only source of much ol the data needed to
develop the sland-alone presentation | his requires developing interrogatories and document
requests 1o be served on the rlroad. responding to the raillread’s objections, monntering the
production of material over several months, reviewing the materials that are produced. identifying
material that was not produced. attending several discovery meetings (including one or more
mvolving $TB personnel). filing motions to compel production and potentally making field trips

to review and obtaim materials at the raillroad’s offices



Once discovery has been obtained Irom the delendant ranlroad, the first task 1n the development
ol'a stand-alone case 1s to 1dentifs the route ol the stand-alone railroad (“SARR™)  1The route ol the
1ssue movement(s) 15 the titst route evaluated n the stand-alone process  The SARR route may
follow the route traversed by the issue trafiie, may utihize a more efficient route and/or the route may
be expanded based on analy ses ol the defendant rmlroad’s traffic and revenue data  The object of

these analyses 1s o dentifs the most efficient SARR. 1 ¢ . identify the least cost. most elficient route

To develop the trattic and revenues for the SARR. it 1s necessany to analy ze several yvears of the
defendant rmihicad™s tallic and revenue data plus develop traffic and revenue projections tor the
futuie as the STB s stand-alone analysis covers a ten-year penad beginning with the (irst mosement
atissue  or much of the SARR s traffic. the route over the S ARR will represent only a portion of
the total movement lor that traffic  Stated differently, much ol the trallic on the SARR will either
originate and/or tetminate at locations oft the SARR or alternatiny ely be handled by the SARR as an
overhead movement  For these movements. 1 1s necessany 10 allocate the defendant ratlroad™s
revenues between the SARR and the residual raddroad  In the S1B%s Qctober 30, 2000 decision in

I'x Patte No 657 (Sub-No 1) Magor Dysues in Rarl Rate Cases ("Mayjor Issues™). the S 1B provided

a new methodology lor allocating revenues between the SARR and the residual railioad. 1e . the
average total cost (CATC™) methodology  “This methadology 18 much more comphicated than the
previous methodology, as the new methodology relies on a combination of varniable costs. lixed

costs. density and miles rather than just miles to allocate revenues



Once the SARR route and traffic basc have been developed. 1t ts necessany o develop an
operating plan for the SARR to handle the trallTic ‘1 he operating plan 1s normally designed to handle
the peak period of the SARR traffic base (which by defimtion overstates stand-alone costs lor every
non-peah period)  The peak pentiod 1s developed by analyzing the timing ot the SARR™s ualfie
movements. combined with traflic forecasts, and determiming the time period of one Lo two weeks
in the highest volume vear during the 10-year stand-alone period where the number of trattic
movements are greatest  he operating plan consists of imually denutying the track facilities
needed to handle the peak period movements plus the equipment and personnel needs  The traffic
movements are combined with the track facility plan and run through an operatons simulation
madel. such as the RTC Model that has been used 1n recent stand-alone cases before the STB. to
determune the feastbility of the mitial track tacihity and operating plans  Based on the result of the

R 1C Madel 1uns. the miual track lacihties and operaung plans may be modilied

The RTC Model produces operating statnistics that are used in the deselopment of operating
costs lor the SARR  Speeitically. the operating statistics are used to determine the equipment and
personnel requirements for the SARR  These requirements are then combined with operating
expense umit costs to caleulate the SARR operating expenses  Operating expenses include costs for
locomotives. fuel, 1l cars. train erew personncl. non-train crew operating personnel, general and

administrative personnel. maintenance of way. loss and damage. insurance and ad valorem taxes

It 1~ also necessany o develop the estimated road property investment costs for the SARR  This

consists of the costs lor land. roadbed preparation. tack construction. tunnels. bidges. signals and



communications. buildings and facihitics. public improvements (including highway crossings),

mobilization. engieering and contingencies

| he operating expenses and road property investment costs are then combined wiath traftic and
revenue data. cost of caprtal. tax rates and indexes 1n a ten (10) vear discounted cash flow ("DCLE™)
model 1o determine the relationship ol the SARR cosls o the SARR revenues 1T stand-alone
revenues exceed stand-alone costs. the difference must be allocated to the SARR tratfic group In
Major Issues. the S'TB provided a new methodology for allocating the overcharges to the SARR
trallic, and determining the maximum rate ol the 1ssue trattic. called the Maximum Marhup
Mcthodology ("MMM™)  This methodology 1s more complex than the previous “percent
reduction”methodology and requires considerably more analysis  The application of the MMM

provides the maximum rate for the 1ssue traffic that 1s then used to caleulate reparations

From a Complamant’s perspective. there are two rounds of evidence i a stand-alone
presentation. 1 @ . opening (including discoverv) and rebuttal  [n the opening phase. the Complanant
presents 1ts case based largely on the infoimation provided by the railroad m discovens  [n the
rebuttal phase. the Complainant responds to the rallroad’s reply filing which eriiques the

Complainant™s opening filing and presents the ratlroad™s evidence

It takes many experts o prepare a full stand-alone cost presentation including those with
expertise m the fields of economics. data evaluation. railroad design. railroad operations,
mainienance ol way. ilormation technology. railroad construction, signals and communications.

bridges and buildings and facilities



Bascd on my experience, | estimate that it would cost over $5 4 nullion to prepare a full stand-
alone cost presentation for DuPont’s nitrobenzene movement from Pascagoula. MS (o Neuse. NC
This estimated value assumes that legal lees are 75 pereent of the total consulting fees ! The details

of'my estimate are contained 1 Exhibit_(TDC-2)

¥ I must also note that these are only external consultant and legat fees. and do not melude the miernal company cost
to the shipper to bring a maximum rate case



1V. ESTIMATED COST TO PREPARE
VARIABLE COST EVIDENCE
DuPaont will be required to present vanable cost evidence as part of its case  In Major Issucs.
the S'1 B revised the vaniable cost procedures for rate complaints  Rather than developing vanable
costs lor the issue movement usmg movement-specilic cost adjustments. the STB decided that
vartable costs must be caleulated using the ST'B's Uniform Railroad Costing System (“URCS™)
Phase [H cost program without adjustments  ‘The SI'B’s Phase [I1 cost program requires the

following nine mputs to calculate unadjusted variable costs

| Railroad.

2 Loaded miles (including loop rack miles).

3 Shipment type (local, onginated delivered, bridge or receaved terminated),
4 Number of freight cars per shipment,

5 Tons per car.

6 Commodity (for loss and damage only).

7  Type of mavement (single car. multiple cars or unit train).

8  Car ownership (railroad or private). and

9  Typeofcar

The railroad for the 1ssuc movement 1s the ralroad. or rarlroads. involved in mowving the

shipment from origin to destination = The loaded miles can be obtamed (rom several sources

£ Fach railroad 1s costed separately in the Phase 11 cost program



-10-

mcluding railroad trallic tapes. ratlroad track charts. railroad timetables or commercially available
mileage programs  Lhe shipment type 1s deternmined based on where the ratfroad recenves the
shipment (ongin or mterchange) and where the railroad forwards the shipment (interchange or
destination) The number of {reight cars per shipment and tons per car can be obtamned from several
sources including rarlroad tratlic tapes and wanbills  The commodity at 1ssue 15 based on the
Standard Iransportation Commodity € ede ("STCC™) assigned to the commodity being mosed as
contaned in the ruilroad trafiic tapes and on the waybill for the movement | he type of movement
1s determined based on the number of cars in the shipment that are recorded on a single wayhill¥
which can be obtaied rom either rarlroad trallic data or the ralroad waybill for each moyement
Ihe car owner identification can be provided by the shipper of the 1ssue movement. 1¢ . the
movement s n either shipper-supphed or rarlroad-provided rail cars  The type of car cun be
identified usig the AAR car tpe infarmation routinely mamntamed n the 1alroad’s wraffic data or
by 1denufying the car imitial and number liom railread traific data or wayvbills and looking 1t up 1n
the Official Railway FEquipment Register which contains car wdentification information for both

rallroad and private cars

Once all the inputs for the movement have been identificed. they arc input mto the URCS Phase
[11 cost program and applied to the raifroad’s LRCS unit costs to obtain the vanable cost tor the

movement

k] —
= The Phase H cost program classities shipments of | (o 3 cars as a single car shipment. 6 to 49 ears as a mulnple
car shipment. and 30 ca1s or greater as a unit tram ~hipment



Several steps are invelved with the vanable cost presentation in a rate complaint case before the
STB  Tust. 1t 1s necessary lor the Complamant o obtain discovery from the defendant ratlroad
regarding the data for the Phase 111 cost program tnputs  The next step 1s 1o venly that URCS unit
costs for the involved radlroad and the 1ssue year are correctly caleulated  'hen vanable costs lor the
1ssue movement(s) are developed and opening testimony 1s prepared  As current STB procedures
require both parties to submut opeming evidence on vanable costs, there are three rounds of evidence
opening. reply and rebuttal  After both parties file opening evidence. cach critiques the other party”s
liling in the reply phase  In the rebutial phase, each panty rebuts the enticisms presented by the other
party in the reply phase At a minimum, 1t 1s necessary to present variable cost evidence tn both the

opening and rebuttal phases

In addition. the Complainant must demonstrate that the defendant railroad has both intramodal
and itermodal market dominance over the movement at 1ssue  For intramodal competition. the
Complainant must determine w hat rarlroad service options are avatlable for the 1ssue mos ement such
as another railroad serving the origin or in close proximity and whether another railroad 15 a viable

service option

Complainant must also demonstrate that the defendant railroad has intermodal market
dominance by showing that handling the movement at 1ssue by another trunsportation mode. such

4% Molor CAarrier. 1» lmprucucul

Based on my experience, | estimate that 1t will cost approximately $127.400 to prepare and

present variable cost and qualitativ e market dominance evidence for the DuPont movement at 1ssue,



1e ., from Pascagoula, MS 1o Neuse. NC  This estimated value assumes that legal fees are 75 percent
of the total consulung fees ¥ My estimate 1s based on the assumpuon that the defendant railroad
does not mclude any variable cost adjustments 1n 1ts evidence that would need to be responded to
but rather lollows the URCS Phase 111 methodology adopted by the S | B in Afwyor Issues The details

of my cost estimate are contained 1n Exhibit_(71DC-3)

¥ [ inust also note that these are only external consultant and legal fees, and do not mclude the intemal LOmMpdany cost
to the shipper to bring a maximum rate case



V. VARIABLE COSTS
FOR'THE ISSUE MOVEMENT

I'able | below shows the nine nputs needed for the Phase 1 cost program lor the 1ssue

movement based on data provided by DuPont and publically available data

SIBW L RO l-'Ila-u.-I il;'ll} Lst Piogram Inputs
Treen Pasaptotild = Notise
th 2
1 Ratlnsad syl
2 I saded Miles Rla7
3 Shipment [yvpe Oriemated & 1oermmared
{ Number ul I reght Cars Por Slupment [
5 Tuns PerLur un
1] Commuodity i-dimne SIC0O) Lt 9]
7 Ivpe ul Muvement Single ¢ ar
X Car Ownernship Private
Ispenl tar lank - 22 U pallons

[ hese nine items were input inte the Phase 111 cost progiam and applied o the CSX T 2005
LRCS unmitcosts [able 2 below shows the base year 2005 vanable costs. the 3Q07 indexed vanable

costs. = the 3Q07 rates (ncluding fuel surcharge) and the R/VC rauos for the issue movement

See Exhibut_( 1 DC-4)
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luble 2
STI'B's L RCS Phase 111 € est Program
M arable Costs Per ( ar and RN C Ralio

hem Iaseapould - Nouse
th 12}
i 2008 Vartable ¢ ost Per Car 1s SIuw102
2 3007 Maniable Cost Ier Car | 82 ORI 5y
3 307 Rute per Car (Inelnding | uel Surcharge) 2/ S7TI113 18
4 RV Rate 3 143%

I xlubat_t 1T -4
BBase rute provided by Dul’ont plus CSYE Taly 2007 luel surcharge
Tmed=Ime2

1 | 21




V1. ESTIMATED MAXIMUM
VYALUE OF DULPONT’S CASE

[ developed the estimated mavimum value of the case (*“MVC™) based on the procedures
specificd in the ¥'TB%s July 28. 2006 decision in Ex Parte No 646 (Sub-No 1) Simplified Standards

for Rall Rate Caves ("Simplified Standards™ Page | of’ Exhibit_( 11DC-5) shows the formula

proposed in Simphified Standards

[ he ST137s decision in Simplilied Standards did not specity whether the discount rate should
be the alier-tax cost ol capital for the ratdroad industry of 12 2% 2 or the pre-tay cost of capual off
1 7 9% (used in the Phase 11l vanable cost program) Therefore. | have calculated the MVC using
both discount factors  Also. | have estimated the MVC of the case on two different bases and the

results ol my analyses are summarnzed below

A MVC Based on Junisdictional Threshold

B MVC Based on the Mimmum Stipulated R/VC Ratio of 260%

A. MYC BASED ON
JLRISDICTIONAL THIRESHOLD

DulPont has estimated the number ol carloads that 1t will move annually lor the movement at

1ssuc over a five (5) vear period that begins on June 16,2007 When the current rate per caiload and

2 See STB Ex Parte No 558 (Sub-No 9) Rarlroad Cost of Capital = 2003 served September 20, 2006
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the junisdictional rate per carload are used to estimate the maximum value of the case, the resulting

MV amounts are shown in Tahle 3 below ¥

lable 3
Fstimated Maximum Value of the ("ase Based
On The Current and Jurisdictional Rates Per Car

Lsumated Maximum Value ol the Case (Millons

12 2% Alter - Tax 17995 PPre - lun
Movement Cust ol Lapital Cost ol L apital
th (] th
| PPascapoula MS - Neuse NC $128 S2R87

Source yhibot (1DC-5)

As shown above, the estimated MVC for the 1ssue movement ranges from S2 87 mulhion to

$3 28 nullion depending upon the discount factor apphied when the junsdictional rate 15 utihzed

B. MVC BASED ON THE
MINIMUM STIPULATED
R/VC RATIO OF 260%

DuPont has stipulated that 1t will not request a preseribed rate for the 1ssue movement below
260% of vanable costs using the S18°s LRCS Phase 1T program  Using the sume number of
carloads per year for the 1ssuc movement for cach of the neat five years. 1 calculated the MVC using
the current rate per carload and the stipulated nunimum prescribed rate of 260% of vanable costs

| he results are shown in Table 4 below &

¥ See Lxhibit__(1DC-5)

¥ See Exhibi_(1DC-6)
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[ able 4
Estimated Maximum Value of the € ase Based

on DuPont’s Mimimum Stipulated Rates Per Car

| stmmated Maximum Value ol the Case (Millions

122% Alwer - Lax 17%alre- lan
Ados emient Lt ok ¢ apital Cost o Cutal
th (2) (3)
1 Pascagoula, MY - Neuse N 5107 5146

Soure  Exhibi_(1DC-6)

As shown above, the estimated MVC for the 1ssue movement ranges between $1 46 millron and

$1 67 million when the minimum stipulated R/VC rato 1s used



VERIFICATION

COMMONWEALTH OF VIRGINIA )

)
CITY OF ALEXANDRIA )

I. THOMAS D CROWLEY, verify under penalty of perjury that I have read the foregoing
Verified Statement of Thomas D Crowley, that | know the contents thereof, and that the same

are true and correct  Further, [ certify that I am qualified and authorized to file this statement.

%Q%

Sworn to and subscribed
before me this day of August 21, 2007

Attt o—

Anthony V Evanshaw IIl
Notary Public for the State of Virginia

My Commussion expires: September 30, 2007



Exhibit_(TDC-1)
Page 1 of §

STATEMENT OF QUALIFICATIONS

My name 1s Thomas D. Crowley. I am an economist and President of the economic
consulting firm of L E. Peabody & Associates, Inc The firm's offices are located at 1501 Duke
Street, Suite 200, Alexandria, Virgima 22314, 5901 N Cicero Avenue, Suite 504, Chicago,

[llinois 60646 and 10445 N. Oracle Road, Suite 151, Tucson, Arizona 85737

| am a graduate of the University of Maine from which I obtained a Bachelor of Science
degree 1n Economics. [ have also taken graduate courses 1n transportation at George Washington
University in Washington, D.C 1 spent three years in the United States Army and since February

1971 have been employed by L E. Peabody & Associates, Inc.

I am a member of the American Economic Association, the Transportation Resecarch Forum,

and the American Raillway Engineering and Mamtenance-of-Way Association

The firm of L. E. Peabody & Associates, Inc. specializes in solving economic, marketing and
transportation problems As an economic consultant, [ have organized and directed economic
stucies and prepared reports for raiiroads, freight forwarders and other carriers, for shippers, for
associations and for state governments and other public bodies dealing with transportation and
related economic problems Examples of studies I have participated 1n include organmizing and
directing traffic, operational and cost analyses 1n connection with muluple car movements, unit
train operations for coal and other commodities, freight forwarder facihities, TOFC/COIC rail
tacilities, divisions of through rail rates, operating commuter passenger service, and other studics
dealing with markets and the transportatton by different modes of various commodities from both

eastern and western origins to various destinations 1n the United States The nature of these



Exhibit_(TDC-1)
Page 2 of §

STATEMENT OF QUALIFICATIONS

studies enabled me to become familiar with the operating practices and accounting procedures

utilized by railroads m the normal course of business

Additionally, I have inspected and studied both railroad terminal and line-haul facilities used
mn handling various commodities, and 1n particular unit train coal movements from the Powder
River Basin to various utility destinations in the midwestern and western portions of the United
States and from the Eastern Coal Fields to various destinations in the Mid-Atlantic, northeastern
and southeastern portions of the United States. These operational reviews and studies were used
as a basis for the determination of the traffic and operating characteristics for specific movements

of coal and numerous other commodities handled by rail.

I have frequently been called upon to develop and coordinate economic and operational
studies relative to the acquisition of coal and the rail transportation of coal on behalf of clectric
utihity companies My responsibilities 1n thesc undertakings included the analyses of rail routes.
rail operations and an assessment of the relative efficiency and costs of railroad operations over
those routes. [ have also analyzed and made recommendations regarding the acquisition of railcars
according to the specific needs of various coal shippers. The results of these analyses have been
employed 1n order 1o assist shippers in the development and negotiation of rail transportation

contracts which optimize operational efficiency and cost effectiveness

Moreover, | have developed numerous variable cost calculations utilizing the various formulas
employed by the Interstate Commerce Commuission (“ICC”) and the Surface Transportation Board

(*STB™) for the development of variable costs for common carriers, with particular emphasis on



Exhibit_(TDC-1)
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STATEMENT OF QUALIFICATIONS

the basis and use of Rail Form A and its replacement costing formula the Umiform Railroad
Costing System ("URCS™) | have utilized Rail Form A/URCS costing principles since the

begmnning of my career with L. E. Peabody & Associates Inc 1 1971

1 have frequently presented both oral and written testimony before the ICC, STB. Federal
Energy Regulatory Commission, Railroad Accounting Principles Board, Postal Rate Commission
and numerous stale regulatory commissions, federal courts and state courts This testimony was
generally related to the development of variable cost of service calculations, rail traftic and
operating patterns, fuel supply economics, contract interpretations, economic principles
concerning the maximum level of rates, implementation of maximum rate principles, and
calculation of reparations or damages, including interest. [ presented tesimony before the
Congress of the United States, Committee on Transportation and Infrastructure on the status of
rall compenition 1n the western United States. [ have also presented testimony 1n a number of
court and arbitration proceedings concerning the level of rates, rate adjustment procedures, rail

operating procedures and other economic components of specific contracts.

Since the implementation of the Staggers Rail Act of 1980, which clarified that rail carricrs
could enter into transportation contracts with shippers, I have been actively involved 1n negotiating
transportation contracts on behalf of coal shippers. Specifically, 1 have advised utilitics
concerning coal transportation rates based on market conditions and carrier competition,
movement specific service commitments, specific cost-based rate adjustment provisions, contract

reopeners that recognize changes in productivity and cost-based ancillary charges.
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STATEMENT OF QUALIFICATIONS

I have been actively engaged 1n negotiating coal supply contracts for vartous users throughout
the United States In addition, | have analyzed the economic impact of buying out, brokering,
and modifying existing coal supply agreements. My coal supply assignments have encompassed
analyzing alternative coals to determine the impact on the delivered price of operating and

maintenance costs, unloading costs, shrinkage factor and by-product savings.

[ have developed different economic analyses for over sixty (60) electric utility companies
located 1n all parts of the United States, and for major associations, including American Paper
Institute, American Petroleum Institute, Chemical Manufacturers Association, Coal Exporters
Association, Edison Electric Institute, Mail Order Association of America, National Coal
Association, National Industrial Transportation League, North America Freight Car Association,
the Fertilizer Institute and Western Coal Traffic League In addition, I have assisted numerous
government agencies, major industries and major railroad companies 1n solving various economic
problems.

In the two Western rail mergers that resulted 1n the creation of BNSF Raillway Company and
Umon Pacific Raillroad Company and 1n the acquisition of Conrail by Norfolk Southern Railroad
Company and CSXT, | reviewed the railroads’ applications including their supporting traffic, cost and
operating data and provided detailed evidence supporting requests for conditions designed to maintain
the competitive rail environment that existed before the proposed mergers and acquisition In these
proceedings, 1 represented shipper interests, including plastic, chemical, coal, paper and steel

shippers
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TATEMENT OF QUALIFICATIONS

[ have participated 1n various proccedings involved with the division of through rail rates

[or example, 1 parucipated in ICC Docket No. 35585, Akron, Canton & Youngstown Railroad

Company, et al, v. Aberdeen and Rockfish Railroad Company, et al. which was a complaint filed

by the northern and midwestern rail lines to change the primary north-south divisions. | was

personally involved 1n all traffic, operating and cost aspects of this proceeding on behalt of the

northern and midwestern rail lines. | was the lead witness on behalf of the Long Island Rail Road

in ICC Docket No 36874, Notice of Intent to File Division Complaint by the Long Island Rail
Road Company.

As a result of my extensive cconomic consulting practice since 1971 and my participating 1n
maximume-rate, rail merger, and rule-making proceedings before various government and private
governing hodies, | have become thoroughly familiar with the operations, practices and costs of

the rail carriers that move coal over the major coal routes in the Umted States.
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Page 1 of 4
ESTIMATED SAC BUDGET FOR DUPONT'S
HAZARDOUS COMMODITY MOVEMENT ON CSXT
Pascagoula, MS -
Neuse, NC
Estimated
Task Hours Cost
(N (2) (3)
1. DISCOVERY
A. Opening
1 Develop requests for production to be served on CSXT 92
2 Review discovery responses from CSXT and distribute 140
3 Montor status of production 216
4 Motions to compel 438
5 Meetings / discovery conferences 48
6 Field trips to get discovery data 130
7 Field tnp to review SAC RR route 97
8 Subtotal - Opening 771
Il. TRAFFIC & REVENUES
A. Opening
9 Analysis of traffic tapes for volumes and base year revenues 851
10 Devleopment of ATC divisions for cross-over traffic 805
11 Analysis of transportation contracts 271
12 Traffic and revenue forecasts 410
13 Development of peak operating period and traffic 437
14 Subtotal - Opening 2,774
B. Rebuttal (incl. review and critigue of CSXT Reply filing)
15 Base year volumes and revenues 706
16 ATC divisions for cross-over traffic 605
17 Analysis of transportation contracts 246
I8 Traffic and revenue forecasts 289
19 Peak operating penod and traffic 390

20 Subtotal - Rebuttal 2236



Exhibit_(TDC-2)

Page 2 of 4
ESTIMATED SAC BUDGET FOR DUPONT'S
HAZARDOUS COMMODITY MOVEMENT ON CSXT
Pascagoula, MS -
Neuse, NC
Estimated
Task Hours Cost
(1) (2) (3)
1Il. SAC RR DESIGN AND OPERATING PLAN
A. Opening
21 Design SARR based on traffic and revenue analysis 65
22 Develop operating plan (interchanges, yards, personnel, etc 76
23 Develop stick diagrams (track charts) 140
24 Develop route miles 97
25 Develop track miles 43
26 Develop equipment specifications 22
27 RTC Model (outside consultant) 1,350
28 Subtotal - Opening 1,793
B. Rebuttal {incl. review and critique of CSXT Reply filing)
29 Operating plan 54
30 Stick diagrams (track charts) 86
31 Route miles 54
32 Track miles 32
33 RTC Model (outside consultant) 1,013
34 Subtotal - Rebuttal 1.239
1IV. OPERATING EXPENSES
A. Opening
35 Develop operating expenses 653
36 Information technology (outside consultant}) 150
37 General & Administrative (outside consultant) 72
38 Maintenance of Way (outside consultant) 506
39 Subtotal - Opening 1,381
B. Rebuttal (incl. review and critique of CSXT Reply filing)
40 Operating expenses 840
41 Information technology (outside consultant) 90
42 General & Administrative (outside consultant) 48
43 Maintenance of Way (outside consultant) 338

44

Subtotal - Rebuttal

1,316
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Page 3 of 4
ESTIMATED SAC BUDGET FOR DUPONT'S
HAZARDOUS COMMODITY MOVEMENT ON CSXT
Pascagoula, MS -
Neuse, NC
Estimated
Task Hours Cost
(1) (2) (3)
V. ROAD PROPERTY INVESTMENT
A. Opening
45 Land (incl real cstate consultant) 608
46 Roadbed preparation 486
47 Bndges (incl outside consultant) 378
48 Signals and communications (outside consultant) 203
49 Buildings and facilities (outside consultant) 203
50 Other construction 351
51 Subtotal - Opening 2229
B. Rebuttal {incl, review and critigue of CSXT Reply filing)
52 Land (incl real estate consultant) 230
53 Roadbed preparation 648
54 Bndges (incl outside consultant) 255
55 Signals and communications (outside consultant) 135
56 Buildings and facilities (outside consultant) 135
57 Other construction 284
58 Subtotal - Rebuttat 1,687
V1. DISCOUNTED CASH FLOW ANALYSIS
A. Opening
59 Design DCF Model (incl supporting data) 48
60 DCF Model sensitivities 82
61 Fmalhize DCF Model for filing (all methodologses) 71
62 Cross subsidy analyses 59
63 Subtotal - Opening 260
B. Rebuttal (incl. review and critique of CSXT Reply filin
64 Review and cntique CSXT DCF Model 36
65 DCF Model 54
66 DCF Model sensitivities 52
67 Cross subsidy analyses 59
68 Subtotal - Rebuttal 221



Exhibit_(TDC-2)

Page 4 of 4
ESTIMATED SAC BUDGET FOR DUPONT'S
HAZARDOUS COMMODITY MOVEMENT ON CSXT
Pascagoula, MS -
Neuse, NC
Estimated
Task Hours Cost
)] (2) (3)
VII. RESULTS OF SAC ANALYSIS / REPARATIONS

A. Opening
69 Create reparations data base and calculate reparations 16
70 Develop rate reductions using STB's MMM Model 43
71 Subtotal - Opening 59

B. Rebuttal {incl. review and critique of CSXT Reply filing)
72 Updatc reparations data base and calculate reparations 16
73 Develop rate reductions using STB's MMM Model 43
74 Subtotal - Rebuttal 59

VIII. NARRATIVE AND WORKPAPERS

A. Opening
75 Draft / review narrative 581
76 Prepare hard-copy and electronic workpapers for filing 113
77 Respond to CSXT workpaper requests re opemng evidenc 103
78 Subtotal - Opening 797

B. Rebuttal
79 Draft / review narrative 737
80 Prepare hard-copy and electromc workpapers for filing 113
81 Develop workpaper requests re CSXT Reply filing 38
82 Subtotal - Rebuttal 888

IX. ESTIMATED TOTAL

83 Openung 1/ 10,064 $1,761,200
84 Rebuttal 1/ 7,646 $1,338,050
85 Estimated Total Consulting Fees (L83 -+ L.84) 17,710 $3.099,250
86 Assumed Legal Fees Additive 175
87 Estimated Grand Total (L85 x L86) $5,423.688

1/ Tor purposes of this estimate, 1 have assumed an average rate of $175 per hour



Exhibit (TDC-3)

Page | of 3
ESTIMATED VARIABLE COST BUDGET FOR
DUPONT'S HAZARDOQUS COMMODITY MOVEMENT ON CSXT
Pascagoula, MS
Neuse, NC
LEP&A  Estimated
Task Hours Cost
(1) 2) @)
1. DISCOVERY
A. Opening

1 Develop requests for production to be served on CSXT 16
2 Rewview discovery responses from CSXT 14
3 Momtor status of production 10
4 Motions to compel 6
5 Meeungs / discovery conferences 6
6 Subtotal - Opening 52

1. ISSUE MOVEMENT TRAFFIC, REVENUES & CHARACTERISTICS

A. Opening
7 Analysis of traffic tapes for volumes, revenues and movement
characteristics 36
8 Subtotal - Opening 36
B. Reply
9 Rewview and cntique of CSXT Opening filing 30
10 Subtotal - Reply 30
C. Rebuttal
11 Respond to CSXT Reply cnticisms 18
12 Modify opening evidence as necessary 18
13 Subtotal - Rebuttal 36

IIl. ISSUE MOVEMENT VARIABLE COST & JURISDICTIONAL THRESHOLD
A. Opening
14 URCS Phase 111 runs
15 Indexing
16 Fuel surcharge
17 Subtotal - Opening

ORI W KA
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ESTIMATED VARIABLE COST BUDGET FOR
DUPONT'S HAZARDOUS COMMODITY MOVEMENT ON CSXT

Pascagoula, MS

Neuse, NC
LEP&A  Estimated
Task Hours Cost
0 (2) 3)
B. Reply
18 Review and cntique of CSXT Opening filing 14
19 Subtotal - Reply 14
C. Rebuttal
20 Respond to CSXT Reply criticisms 12
21 Modify opening evidence as necessary 4
22 Subtotal - Rebuttal 16
1V. MARKET DOMINANCE
A. Opening
23 Develop intramodal evidence 8
24 Develop intermodal evidence 12
25 Subtotal - Opening 20
B. Rebuttal
26 Rewview and respond to CSXT reply 16
27 Subtotal - Rebuttal 16
V. NARRATIVE AND WORKPAPERS
A. Opening
28 Draft / review narrative 48
29 Prepare hard-copy and electronic workpapers for filing 10
30 Respond to CSXT workpaper requests re opening evidence 12
31 Subtotal - Opening 70
B. Reply
32 Drafl / revicw narrative 32
33 Prepare hard-copy and electronic workpapers for filing 4
34 Develop workpaper requests re CSXT Opemng filing 12
35 Subtotal - Reply 48
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ESTIMATED VARIABLE COST BUDGET FOR
DUPONT'S HAZARDOUS COMMODITY MOVEMENT ON CSXT

Pascagoula, MS

Neuse, NC
LEP&A  Estimated
Task Hours Cost
M (2) 3)
C. Rebuttal
36 Draft / review narrative 48
37 Prepare hard-copy and electronic workpapers for filing 10
38 Develop workpaper requests re CSXT Reply filing 12
39 Subtotal - Rebuttal 70
V1. ESTIMATED TOTAL
40 Opening 1/ I186 $32,550
41 Reply 1/ 92  $16.100
42 Rebuttal 1/ 138 $24.150
43 Estimated Total Consulting Fees (L39 + L40 + L41) 416 $72.800
44 Assumed Legal Fees Additive 175
45 Estimated Grand Total (L42 x L43) $127.400

I/ For purposes of this estimate. 1T have assumed an average rate of $175 per hour
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Surface Transportation Board’s Maximum Valuc of the Case Equation

‘The Surface Transportation Board™s (“STB"”} proposed cligability standard for Rate Case
Disputes can be expressed mathematically using the following equation

4
MVC = Y {1 P,- (VC,x 180%)] x Ft = (1 +1)}
=0
Where
a MVC = The Maximum Value of the Case
b 1 = Year
¢ P, = Challenged Rate in Year ;
d vC, = The STB’s Phasc HI URC'S vanable cost of the 1ssue movement 1n
Year:
¢ : Tssue tralTic volume in Year
f r = S$'1B's Most Recent Railroad Industry Afier- I'ax Cost of Capital
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Page 2 of 3
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 After-Tax Cost of Capital
(Based on Jurisdictional Rate per Carload)
Ongin Pascagoula, M3
Destination Neuse, NC
STCC 2815147
Total Total
July 2007 3Q07 Jurisdictional Annual Annual
Rate Per Variable Cost Rate Per Overpayment Annual Overpayment  Overpayment
Ycar Carload I/ Per Carload 2/ Carload 3/ PcrCarload 4/ Carloads & (Nommal 8) 6/ (Real $) %
R)) (] () (4 (&3] ()] ()] )
1 1 $7.143 18 $2.0R0 56 $3,745 01 $3.398 17 26Y $914.108 $814,713
2 2 TI43 IR 2UR0 56 374501 338 17 269 914,108 726,126
3 k) 7143 18 2080 56 350l 3398 17 209 914,108 647.171
4 4 TI43 18 2080 56 374501 YR 17 269 914,108 576,801
5 5 7143 IR 2080 56 374501 YR 17 269 914,108 514,083
6 Maximum Value of the Casc 8/ 83,278,895

1/ Rate 15 ussumed to be constunt over the five (51 vear analvsis penod  Rute ineludes fuel surcharge m effect for July 2007

2/ Fxhibit_(11DC-4), page | of |  Vanable cost 1s assumed (o be constant over the five (5) year analysis period

3/ Column (3) x 180%

4/ Column (2) - Column (4)

§/ Annual Volume 1s assumed 1o be eonstant over the five (5) year analysis peniad

6/ Column (5) x Column (6)

2/ 1Column (7Y + [(1 + 12 2%)* Column (1)]}  The 12 2% 1s the 2005 Ruilroad Industry After-1ax Average Cost of Capilal
as determuned by the 818 i Ex Parte No 558 (bub-No %), Raulroad Cost of Caputal - 2003, served September 20, 2006

8/ Sum o' Column (R). Lines 1 to 5
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Page 3 of 3
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 Pre-Tax Cost of Capital
{Based on Jurisdictional Rate per Carload)
Ongin Pascagoula, MS
PDestination Neuse, NC
S1CC 2815147
Total Totul
July 2007 3Q07 Jurisdictional Annual Annual
Rate Per Vanable Cust Rate Per Overpayment Annual Overpayment  Overpayment
Yeur Carload 1/ Per Carload 2/ Carload 3/ Per Carlond 4/ Carloads §  (Nominal 5) 6/ {Real 8) T/
h ) k)] Tty i5) (&) )] (8)
1 1 $7.143 IR $2,080 56 $3.724501 $3.3UR 17 269 $914,10R $775.325
2 2 7.143 IR 2.080 56 374501 1398 17 269 14,108 657012
3 L] 7.04% I8 2,080 56 374500 139K 17 269 914,108 5571.771
4 4 70143 IR 2 0RO 56 3,745 (1 1.3198 17 269 G14,108 473,08y
5 b 7.143 18 2,080 56 374501 3398 17 269 914,108 401,263
6 Mazimum Value of the Casc 8/ $2,865,060

—
~—

Rate 15 assumed to be constant over the five (3) year analysis period  Rate includes fuel surcharge 1n effect or July 2007
Lxtubu_( 'DC-4), page | of | Vanable cost 1< assumed o be constant over the five (3) vear anulysis perad

Column (3) x 180%

Column (2) - Column (4)

Amnual Velume 18 assumed to be constant over the {ive (5) year analysis period

Column (5 x Column (6)

{Column (7} + [(1 + 17 9%)"* Column (1)]} The {7 9% 15 the 2005 Rarlroad Industry Pre-Tux Average Cost of Capilal
s Jdeterrmined by using the $113's after-tux cost of capital as determmned i Ex Parte No 358 (Sub-No 9), Ruilroad Cost

ol Capital - 2003, served Seplember 20, 2006

8/ Sum of Column (8), Lines 1 to 5

e It It |

1J
1Y
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Page l ot 2
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 After-Tax Cost of Capital
{Based on an Assumed R/VC Ratio of 2 60)
Ongin Pascagoula, MS
Destinatuion Neuse, NC
SICC 2815147
Total Total
July 2007 3Q07 Maximum Annual Annual
Rate Per Variable Cost Rate Per Oserpayment Annual Overpayment  Overpaymcent
Year Carvload 3/ Per Carload 2/ Carload 3/ Per Carload 4/ Carloads 8/  (Nommal §) 6/ {Real $) 7
th 2) 3) 4 5 (" N %)
| §$7.143 18 $2,080 56 $3.409 46 $1.733 72 264 $466,372 $415.0601
2 7143 IR 2080 56 5409 46 1733 72 269 466,372 370,464
3 7143 1R 2080 56 5409 46 1733 72 269 466,372 330,182
4 7143 IR 2080 56 5409 46 173372 269 466,372 294 280
5 7143 18 2080 56 5409 46 173372 269 466,372 262282
Maximum Value of the Casc 8/ $1.672.869%

1/ Raw 15 assumed w be constant over the five (5) vear anslyais period  Rate includes fuel surcharge 1n efect for July 2007
2/ kxinbn_(1DC-1), page 1 of 1 Vanable cost 1s assumed to be constant over the five (5) yeur analysis penod
3/ Column (3) x 26(P%

4 Column (2) - Column (4}
& Annuul Volume 15 assumed to be constunt over the five (5) vear analysis peniod
&/ Column (5) x Column (6}

2/ 1Column (7Y + (1 4 12 2% Column (D}

[he 12 2% 15 the 2005 Ruwlread Industne After-Tax Average Cost of Cupital

as determined by the S1B i Fx Parte No 558 (Sub-No 9, Railroad Cost of Capial - 2003, served September 20, 2006
8/ Sum of Column (8), l.nes | o 5
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Fxhibit_(TDL-6)

Page 20l 2
Calculation of the Maximum Value of the Case Based on the
July 2007 Rate Per Carload and the STB's 2005 Pre-Tax Cost of Capital
(Based on an Assumed R/'VC Ratio of 2.60)
Ongin Pascugoula, MS
Destnation Newse, NC
SICC 2815147
Total Total
July 2007 3Q07 Maximum Annual Annual
Rate Per Variable Cost Ratc Per Overpayment Annual Overpavment  Overpayment
Year Carload I/ Per Carlond 2/ Carload 3/ PerCarload 4/ Carloads §/  (Nommal 8) 6/ Real $) 7/
th [jeb] H 4 i» ) N %
| $7.14% 18 $2 080 56 $5.409 46 $1.733 72 26Y $466,372 $395.566
2 7143 18 20810 56 5409 46 1733 72 26Y9 466,372 335,509
k} 7143 18 2080 56 5409 46 1733 72 269 466,372 284,571
q 7143 IR 2080 56 5419 46 1733 72 269 466,372 241367
5 7113 18 20R0 56 5409 4o 1733 72 269 466,372 244,721
Maximum Value of the Case 8/ $1,461,734

1/ Rute 15 assumed (o be constant over the five (5} year analysis penod  Rate includes (el surcharge m etleet for July 2007
2/ Fxhibi_(112C-4), page | o' | Vaniable eost 13 assumed (o be constunt vver the five (5) vear analv<is penod
3/ Colunin (3) x 260%

4/ Colummn (2) - Column (4)

&/ Annual Volume 15 assumed o be constant over the live (5) vear analy s penod

6/ Column (5) x Column ()
3 {Column (7} + (] + 17 999" Column (D]} The 17 %% 1s the 2005 Railroad Industry Pre-Tax Average Cost of Capital
as determuned by using the STB's after-tax cost of capatal as determined i kx Parte No 55K (Sub-No 9), Ralroad Cust
ol Capital - 2005, served September 20, 2006
8/ “um of Column (8), Lines ] w0 §
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[ hereby certify that on this 21st day of August, 2007, a copy of the foregoing Complaint

was scrved by overmght courier 1n accordance with 49 C F R 1111 3 upon the following

Ellen M Fitzsimmons
General Counsel

CSX Transportation, Inc.
Law Department

500 Water Strect
Jacksonville, FL 32202
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